Abstract
in huge parts of the literature the social-democratic era or the Nordic model era is considered to start after World War II, in 1945.
The three phases have chiefly served as frameworks for describing and explaining the political development. Apart from works on the Nordic model after World War II, they have been used less as framework in economic history or political economy analyses. Also, when there is a vast qualitative literature on political processes and decision-making, little has been done in order to quantify these issues. On this background, the purpose of the present paper is threefold: 1) Firstly the paper aims at mapping the size of central government consistently during a good hundred-year period from the mid 1800s to the mid 1900s.
2) Secondly, it examines if key quantitative indicators, i.e. spending and income, mirror the three phases of public sector regimes.
3) Thirdly, it asks if growth of the size of the central government sector was a deliberate action in order to gain public control over the economy.
The motivation for starting and ending during the mid 1800s and 1900s is that this span of time includes a period of special interest. Firstly, it includes the period when the construction of the liberal state was "finalized" after troublesome years with the setting up of national institutions and thereof stressful central government finances. Secondly, at the end of the period under investigation, we include the introductory years of the new social-democratic regime, also called the Nordic model. Before we start with our analysis, however, it is necessary to give historical and macroeconomic backgrounds for the development.
Background
During the late 1700s a liberal wave swept over the Western world. In 1776 the The constitutional assembly in 1814 was clearly influenced by liberal ideas adopted from France, the UK and the US. A constitutional committee suggested eleven basic elements to make up the basis for the construction of the constitution. These were: 3 1. Norway should be a free, independent, hereditary monarchy.
Its people should maintain the legislative power through elected representatives.

The people should have the sovereign right to tax themselves through elected representatives.
Declaration of peace and war should be the regent's responsibility.
The regent should have the right to pardon convicts.
6. The law courts should be independent. As can be seen from this list, significant democratic and liberal rights were suggested to be included in the original constitution. However, they were somewhat de-emphasised by the legislative congregation.
The Norwegian move towards independence was not supported by any of the significant powers in Europe. Thus, Sweden started an armed campaign with a 40.000 men strong force against Norway in July 1814. In order to avoid bloodshed the two powers agreed on a treaty at the Norwegian town Moss, close to the border, August 14 th the same year.
During a short period of negotiations a revised written constitution was signed on November 4 th 1814. The new constitution gave more power to the Norwegian parliament and the people than what was given in in the initial constitution from
May the same year.
The Swedish king was to be king in a personal union of two independent states. Hence, Norway would obtain home rule with its own constitutions, parliament, government, courts, central bank, armed forces and police authority. 4
Macro economic performance
Contrary to popular assumptions, research reveals that Norway was not a poor country during the nineteenth century. Bairoch, Crafts, Krantz, Nilsson, Hodne and Grytten all conclude that gross domestic product per capita levelled that of Western Europe, which was one of the wealthiest regions in the world at the time. 5 The figures are compiled by the statistical office of the ministry, and include the total accounts of money transactions carried out by the state. According to the office itself the accuracy of the series is "very good", i.e. close to perfect, given the standards and definitions at the time. One challenge, though, is that before 1880 the accounts had more net components on the spending side than from thereafter, when a strict gross accounting regime was maintained. However, with the help of the more detailed annual accounts it has been possible to reconcile the pre-1880 figures with the rest of the series.
From 1920 onwards, we compile central government series on key financial figures from Statistics Norway, which have put together relevant series on the basis of accounts from the Ministry of Finance. 16 A problem for parts of our series is that the fiscal years cover the period form July 1 st in one year to June 30 th next year. For these periods we calculate averages for the two budgets years covering the calendar year, following the equation beneath:
Where xct is fiscal value (x) in calendar year (ct), xbt is fiscal value (x) in budget year (bt) and t+1 is next year. Looking at the composition of spending we find that defence had a long-term decline as share of the total, when basic investments increased rapidly.
Administration and debt service were quite stable as share of total central government spending in the long run.
Size of central government reflected in policy regimes?
After we have quantified the size of the public sector we ask if this development mirror the three above mentioned policy regimes. In order to exclude trends from annual fluctuations, we again use the HP-filter. We use the standard smoothing parameter of 100 for the annual series presented here. 17 Grytten As can be seen from the graph both income and spending as share of GDP fell until the early 1870s from around six to close to three per cent. Thereafter we find a significant trend upwards until the aftermath of World War II. We also find a consolidation period until the early 1930s, before we trace a moderate increase until the outbreak of World War II in 1939, when both income and spending are rocketing until the aftermaths of World War II. Thereafter, we find another more stabilizing pattern in our figures.
In table 1 we compare the breaks in these series with the commonly claimed phases of policy regimes according to the literature. We find that they do not totally co-exist.
As can be seen in the We also find that a new wave of a fiscally more active state was introduced between 1931 and 1933, i.e. before the labor party came into office. Thus, when it comes to the size of the central government sector it seems clear the increase started before the common dating of the political paradigm shifts. Hence, we go to the third problem raised in the paper. Was the increase in the central government finances a tool for gaining more control over the economy?
Patterns of spending
The sources allow us to disaggregate spending into four major posts: basic investments (infrastructure), administration, debt services and defence. These are reported in chart 5. The chart clearly shows that defence was rapidly declining as share of total spending during most of the period under investigation, when basic investments, chiefly in physical and educational infrastructure increased dramatically. In order to investigate more deeply into the pattern, we will look at the development during different central government policy regimes.
The liberal regime
The Norwegian political paradigm until the late nineteenth century has been seen as an era of the liberal state. Individual rights were emphasized, and the central government was supposed to defend these rights. Constitutional rights were given to the citizens, but with some limitations. Together with the international liberal wave, these factors influenced the way both the state and the economy was to be organized during the personal union with Sweden until 1905.
From the 1850s and onwards the liberal attitudes were dominant in most respects of governance. By 1842 the toll tariffs were reduced significantly.
Thereafter, several new laws were made in order to liberalise the capital, labour and product markets. The most important of these are listed in table 2. During this period public servants were key figures in representing the central governments interests in the local communities. They were commonly highly respected, as their basic job was to see too that the system with significant liberties to the people, were maintained. Local interests, represented by industrialists, merchants and local councils, also challenged them. Two of the upcoming challenges came from farmers and the so-called Haugeans, followers of the most important religious, social and economic entrepreneurs of his time,
Hans Nielsen Hauge (1771-1824). Both these groups, often united in their efforts, were often spokesmen for liberalism.
Norwegian farmers were more often independent and self-owning than in other European countries. They fought for liberty and limitation of public spending and involvement. 22 The Haugeans were building networks of entrepreneurs within industry, labour welfare, popular education and social and community based innovations. Hence, they were spokesmen for economic liberalism and freedom of speech, religion, and individual independency. 23 It has been argued that these two groups together dominated the parliament for decades during the nineteenth century. 24
Institutions
As a new independent national state it was imperative for Norway to build her own institutions from 1814 onwards. These were primarily meant to serve the people. They were supposed to offer the best possible infrastructure to the lowest possible cost. The state was not supposed to dictate, but maintain good and stable frameworks for such a development.
The local governments were to finance the state church, schooling and poverty relief. However, most services, which are presently considered public, were offered by the private sector. Families, employers and the church had the major responsibility for welfare and social support. Typical for the Norwegian egalitarian state with strong local interests, the bank's headquarters were first located to Trondheim, far from the hands of the central government. However, the money was to be printed in the capital, Christiania.
Due to fiscal problems and lack of confidence the speciedaler did not reach its par value until 1842.
The silver standard was exchanged for the international gold standard January whose main task was to secure the rule of law according to the liberal era. The bureaucracy in itself should in principle not take initiatives, but see to that the decisions made by the people through their elected representatives were carried out, as they should.
New ideas
The end of the deflationary policy in order to reach par value of the speciedaler came to its conclusion in 1842. From then on more emphasis was put on building physical and educational infrastructure. In consequence, from the 1840s more Educational and health related investments, construction of roads, post-and public steamship services took off already from the 1840s. Thereafter, railroads, ports and the telegraph, followed from the 1850s. 27 Since the population growth was close to one per cent per anno, it also became important to take measures for the agricultural sector, in order to secure domestic food supplies. Hence, the state welcomed private schools for agricultural education. This was followed up with the establishment of the Norwegian School of Agriculture in 1854. Investments in infrastructure peaked in 1877, when railway construction stood at its highest. From then on its relative share was reduced.
To sum up, during the liberal era, the size of the central government sector fell relative to the economy until the early 1870s. From then on, the significant growth in basic investments, which started as early as the 1840s, made the sector to grow faster than the overall economy. The Norwegian parliament definitely saw a special responsibility for building infrastructure long before the 27 Hodne 1984, pp. 306-312.
social-liberal era came to being around 1884. However, it was no deliberate action in order to gain more control over the economy.
Social-liberal regime
Democracy was extended in line with the political development. In 1814 only 6.5
per cent of the population was granted the right to vote in parliamentary elections. In 1884 parliamentarism was introduced after a long-lasting conflict with the king. From then on, the national government was basically responsible to the national assembly, and needed its majority support in order to govern.
Voting was extended to all men who paid a certain amount of tax. From 1898 all adult med were included. Finally, women gained their right to vote in central elections from 1913. 28 As part of the new system, politics changed. Since in reality the national assembly, and not the Swedish king, now appointed the national government, the importance of limiting his influence had been reduced. Hence, there was room for a more active central government administration. The modernization of central administrations in Europe also implied strengthening of the bureaucracy.
The social liberal party, Venstre, gained significant political power as the major force in the centre of Norwegian policy. This power was used to introduce new laws and a more active budget policy. The state became more active within welfare, education and health services. 29 At the same time liberal principles on individual freedom, local government, and market liberalism were maintained.
All in all, we find a deliberate political effort put into a more active public sector aimed at benefitting both the individual and the society at large.
Economic growth and modernization of the economy also demanded a more active state in order to motivate industrialization, protect natural resources and increase human resources through schooling and education. 
Crisis response
As tool of a counter-cyclical policy both key industries and consumers were subsidised during World War I. Inflation was deliberately moderated, by letting the state finance negative price gaps for producers. In consequence, the central government administration reached a financial peak level around 1920.
The deflationary policy aimed at restoring the par value of the krone after the war, gave an extraordinary deflationary pressure on the economy during the post-war depression in the early 1920s. The policy was in line with liberal ideals at the time and included a substantial tightening of credit and money volumes.
Product demand fell and the war inflation was turned into strong deflation.
Nominal interest rates were increased and real wages before tax reached astonishing close to 40 per cent in the early 1920s. At the same time currency depreciation was turned to appreciation. Debt became increasingly expensive and products were difficult to sell. 34 GDP per capita fell by eleven per cent in 1921 alone. Unemployment rocketed to around eight per cent in the years to come, and more than a hundred commercial banks went bankrupt. 35 Due to highly indebted local municipalities, the national government had to take action to stimulate the economy alone. Banks and municipalities were bailed out, and the central administration had to take over significant parts of the infrastructure responsibilities. Also, public works programs were introduced, employing up to a good per cent of the labour force. At the same time the central administration's fiscal power was limited, despite a considerable increase in spending on infrastructure.
When The Great Depression hit the world economy from 1929, the central government again had to take action. 1929, first hand supply of herring was monopolized by law. First hand supply of cod followed with a similar law in 1938.
As for agriculture, producers of crops were subsidized by the state from 1927
and guaranteed a minimum price one year later. In 1930 the parliament decided on introducing a law regulating the markets of dairy products, eggs and bacon.
From 1931 all milk producers had to pay a fee to a regulatory body in order to level the price of milk for consumption and milk for dairy production. This was followed up the same year by a law demanding butter to be mixed into margarine, in order to get solve the problem of access production of milk. 36
In result, the central government sector again started to increase as share of GDP between 1931 and 1933. This can partly be explained by the huge contraction in industrial output, and partly by a more active policy, making the public sector grow relatively to the private.
Planning for a larger public sector
The The public sector intentionally grew stronger under the social-democratic rule in the 1930s. The budget discipline was, nevertheless, maintained. Thus, the fiscal policy should not be considered typical Keynesian. In September 21 st 1931 the gold standard regime was in practise abandoned. This implied a transformation from deflationary to inflationary monetary policy. The krone depreciated against other currencies and both domestic and foreign demand revived. 37 However, despite the recovery, unemployment stayed persistently high until World War II. 38 Nevertheless, the foundations for a more active state, under a socialdemocratic rule, were laid.
Social-democratic regime
Until World War II Norway still had a small public sector, counting for eleven per The era marked the entrance of the economists into the central administration.
They were educated in, and believed in, economic planning. Hence, the economy became regulated in detail. Until 1952 it was basically to avoid strong inflation, lack of hard currency and economic crisis. Thereafter, the planning model was basically used in order to out-level the business cycles, reduce income differences and market failures, secure tax incomes and social security programmes, and monitor the economic development into a planned track. Our Scandinavian neighbours, Denmark, Finland and Sweden, followed a similar pattern, which has been called the Nordic Model. 39 The idea of a free market was out, planning was in. A new homogenous society became a consensus society under the wings of the state. The public sector grabbed the responsibility for welfare from the family, the local community, employers and the church. The welfare state was created.
Thus, we see that the increase of the central government sector after World War II was a continuation of a process that started in the early 1930s. Under socialdemocratic rule from 1935 the development became more cautious and was part of a political agenda. During this period growth of the public sector definitely was part of a deliberate plan in order to gain control over the Norwegian economy.
Conclusions
On the basis of literature on Norwegian history, including economic history, this Little has been done in order to map these periods quantitatively.
By drawing on central government accounts from the early and mid 1800s until the mid 1900s, this paper is able to quantify the size of the central government sector during the transition periods of these regimes. We find that during the liberal era the central government sector decreased relative to the over all economy until the early 1870s. Thereafter it increased rapidly, due to heavy investments in infrastructure, which started as early as the 1840s.
The relative size of the sector continued to increase under the social-liberal era, The paper also concludes that the growth in central government finances during the last part of the liberal era was not a tool for gaining control over the economy, but to fuel economic growth and development. During the socialliberal era the sector seem to have grown faster than the economy due to ambitions of a more active and responsible state. When in the social-democratic era growth in the public sector became a goal in itself to gain control over the economy.
